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1 October 1963 


PROBLEM: To ascertain how Agency budget levels may be cut so as to adhere 
more closely to the target level s established by the Bureau of 
the Budget for CIA. 

FACTS HEARING ON THE PROBLEM: 


1 . 


The Agency budget as presently prepared on authority of the Dlrector 

nn /“\v\ 4 -/\ TX . — ^ j.1. . w _ rt i ^ 1 


for submission to the Bure au of th e Budget 
f dve major activities and 


calls for 


to support 25 X 1 


vJ — — ~ | I *J\J DU^UJ. I 

permanent positions (Tab A). Th is budget 25X1 

Jfrom the Agency 


level represents a net cut-back of 
preliminaiy est imat e as submitted on 27 May 1963 to the Bureau of the Budget • 
Detall of these reductions are provided at Tab B (columns 5 and 6) and re- 
flect cut-backs in consideration of recommendations made by the Bureau of the 
Budget on 9 July 1963 to the Director in a discussion held at the Bureau. 


2 . 


On 19 August H963 t ho PCI was advised by the Bureau of the Budget of 


a planning level of| | which was provided as a guide line for^the 

preparation of the Agency*s Fiscal Year 1965 budget (see Tab C). No fieure 
was contained in this letter with respect to positions. The Bureau* s planning 
totals for the Agency were earefully explained as not constituting a ceiling. 
However, the DCI was called upon, in the event that the Fiscal Year 1965 
Agency budget submission exceeded the Bureau's proposed planning levels, to 
indicate how he would hold the budget within the planning totals if required 
to do SO. i .e . nrngram Iflerrt- . if i cations of curtailments necessary to come from 


3 . During this same period (May through September) a gold flow "budset" 
was also submitted. This report aiong with a battery of selected data“re- — 
quested by the Bureau formed the basis for a further review by the Bureau of 
^ T Budget of A Sency overseas activities . In a letter of 3 August 1963 to the 
DDCI the Bureau of the Budget concluded that "further dollar outflow savings 
by CIA are po ss ib le without significant impairment of the contribution which 
the Agency s overseas program makes to U.S. national objectives and interests." 

letter attached a list of suggested actions to this end and proposed 
that equivalent adjustments be made in the apportionment of the Agency* s 
Fiscal Year 1964 funds in order to effect the recommended curtailments. (Tab D) 

Response to the Bureau *s 3 August 1963 letter was made by the DDCI with the 

submission of the September gold flow report (Tab E ). The Bureau was advised 
of certain areas where the Agency would talte action on their suggested list 
However, the DDCI response necessarily lef b unresolved for further. study those 
questions raised in the Bureau *s list whers curtailment involved more than a 
unilateral action on the part of the Agency. It is to this point that we 
understand the Director of the Bureau addressed himself to the DCI in the 
30 September 1963 meeting. 
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^ ^ikewise, in this period the Agency has submitted a manpower "budget* 

f °,™ °* f report on the manpower control program of the Agency. ~Ön~ * 
an l - ! context of Fiscal Year 1964 hudget levels the Bureau of 

tS h ° rlZed the Agency t0 g0 foi-wardjto_fche Congress in Fiscal 

tha h« ±ng a y ^ r : end on " duty level of [ l ( TahF ). Recruitment in 25 X 1 

the Agency has permitted a more rapid entrance-on-duty than the year-end 

° f the ? ureau would permit * Accordingly on 26 July 1963 a temporary 
slow down was placed on recruitment with an interim ceiling. The situation 

±n S +hi a po d + U it fir e i +J en w Ve StUdy by t 11 D(:puty Directors and the Comptroller 
1 the context the Fiscal Year 1965 budget - then in preparat ion/ 

revWiU f® SUlting f^ this study the Director, in a meeting on 12 September, 
■nplonn d -i th + pr Q p ° sed . g ea r 1905 personnel levels and authorized a 

personnel strength of | f or submission ;Ln the Fiscal Year 1965 budget. 

Duringthis same meeting and in response to a request for guidance by the DDCI 

\rr;rs t8 , of the 19 August 1963 ietter fr ° m the <* t he 

Budget (|a£C), the Director also identified those areas of Agency programs 
that he feit were candidates for r eview and poss ible cut-bac/if the aSucv 
was held to the planning figure of 1 1 1 ' — SY 


(Tab G) . 


25 X 1 


As a result of this meeti ng the Agency » s Fiscal Year 196‘j budget 


as presently prepared supports the 
pre parat ion e - - - 
the 


figure and letters are in 25 X 1 


. . l—i I ailu - J-ew&ers are m 

lnlng the areas of cut-back we would undértake if held to 
level . 


^ * di 7" en curreirt P^essures to rtduce the over-all levels of the 
government budget in order to accommodate the President 1 s tax program, and 
to minmine the predicted deficit resultirg therefrom, tfe Bureau^Tihe 

exercislng an extremely fim hand in the ondget review process 
ver the Fiscal Year 1965 budgets of all agencies. At CIA over the past 
months Bureau examiners have employed the Presidential directive for manpower 
ontrol programs, for gold flow reporting and for reduction of overseas pro- 
jects alongside their normal program review mission in both the budget 
formulation and execution stages. In so doing, as indicated in thf tabs to 
his paper, the Bureau has repeatedly cited specific aspects of the Agency* s 
programs which they feel should be curtailed on the tri-front of manpower, 

tbp d h^ W ^ p ^°® ram levels * ®iey have both formally and infoimally cited 
the high cost of maintaini ner nprconnoi ■ ■ 


pei ipnerajL vaiué to the U 7 B„ Government or to the Agents programs ‘ With 
. * he “ce of the Agency to totally condescend io tLir vi^ äey £ve 

* a g c\^Sies a ™ a TSsr 9 r e e:ch jsÄ srr "vr*! *b° a 

con^^/thftadgS^ fOT 8 Concentrated “ d review ^ 

Ii 
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- .?* Likewlse .> the Bureau has not accepted the programs of the Orrick 

Committee as a carte blancho for expansion of the Agency's communication 
services. Wor are they ready to accept estimates develoued in the over- 
head reconnaissance f ields as being sacrosanct. The Bureau examiners have 
also raised. doubts as to the validity of the size of our administrative 
forces both overseas and at Headquarters . The records of their positions 

r ?f^ larly f P° rted ^ the Comptroller to the Financial Policy and 
Budget Committee, and to the Deputy Directors and need not be elaborated 
upon further. 

9. Meanyhile the Agency tactic in these negotiations has been to take 
a more studied approach to reductions and to allov for increases, albeit 
gingerly, in some of the higher priority program areas. Attached at Tab H 
is an outlme by organi zational components of the CIA budget submission as 
presently prepared for transmittal to the Bureau of the Budget. The Bureau 1 
planning totals as derived from their 19 August 1963 letter "and subsequent 
^ S ^ U !! 10nS Wlth the Bureau re P re sentatives are also set Forth. The column 
•f d 5! er f! eS ind:LCates amounts and locations which in themselves can be 
identi.fa.ed to program areas of the respective divisions. Tab B sets forth 
these data in more historical perspective and proposes alternatives for 
aajustment downvard of our present proposals* 

DISCUSSION 


25X1 
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EXECUTIVE OFFICE OF THE ‘PRESIDENT 


BUREAU OF THE BUDGET 
WASHINGTON 25. D.C. 

AUG 1 9 1963 


Honorable John A. McCone 
Director of Central Intelligence - 
Washington, D. C. 20505 

Dear Mr. McCone: 

In our raeeting of July 9, 19^3, to discuss the 1965 budget issues, ve 
gave you some tentative figures which ve re still subject to .further 
reviev. Since that time the Director has gone over the budget outlook 
with the President and discussed vith him some of the major program 
issues. As a result of the reviev vhich has taken place since our meet- 
ing, the earlier figures have been revised. The attachment sets forth 
the approved planning totals of ne v obligational authority to guide you 
in preparing the detailed 1965 budget request for your agency. 

It should be understood that the amounts shovn for 1965 are not intended 
to establish the final figures to go in the budget. Detailed budget sub- 
missions vill be subjected to a critical reviev this fall before final • 
decisions on the 1965 budget are reached. These planning figures are not 
intended to establish the amounts of your budget submission, nor is the 
program detail shovn on the attachment meant to limit your flexibility of ■ 
judgment within the totals. The President vould be pleased if you find 
it possible to submit budget estimates coming to lover amounts. If, hov- 
e ver, you should find it necessary to submit proposals vhich exceed the 
planning totals, you are also requested to indicate hov you vould hold 
your budget within' the planning totals . 

The amounts shovn on the attachment for the years beyond 1965 have also 
been arrived at in keeping with the Presidenfs overall budget objectives. 
They are fumished to serve as general guides for your longer-range pro- 
gram planning and for considering the effect of 1965 budget proposals on 
the years beyond. 

We recognize that the delays in the enactment of appropriation bilis 
during this session of Congress may cause problems in the preparation of 
your 1965 budget proposals on a timely basis. Nevertheless, the President 
is faced vith a statutory deadline for transmitting the Budget to the 
Congress. Your cooperation is therefore urgently requested in the subm.s- 
e.ion of your budget proposals on scnedule by September 30, I963, regard^.ess 
of the status of congressional action for the current year. If necessary, 
the 1964 column of the budget schedules can be ad justed later to reflect 
final congressional action. 
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25X1 



in making an effective and timoly "budget subrnission. 


Sincerely 


Enclosure 




r 



B. SjlAATS 
Acting Director 
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EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 
WASHINGTON 25 , D.C. 


/’S ti 

V? fr 


AU G 3 1963 

Lt. Gon. Marshall 8. Carter 
Doputy Dlrector of Central Intelllgenco 
Central Intalligenca Agency 
Washington 25, D. C* 

Doar General Corton 


0paC f al re “ c ^ of ^ 18 on Balanco of Paynanti,' 
J ° ont ^ U( 33 to attach tho higheat slgnlflconco to actiona 
tuMn ty each departncnt and agency to reduca dollar exponditurea 

£SS; id ™/?T. tha . CIA ' S JUM 15 « IntoSSÄL»- 

actiona and your lottor forvarding this roport, that tha Agency has 

SS SH„ P r >2r ' 30 ? ln rciu<!i ^ ““ äoUar expondlturca^ of 

n 1X1 lnt ? rovin d tha accuraoy of tha data submttted to tha Biiroau. 

totf I?,w2 f 1 V ° nplot<!d rovl!! ' ,tl <* tfc3 AEoncy report end of tho 
data subralttod on ovcrcaos offleo» and porsonnel under Bullotln 63-11. 

Wo concluda that, vhila rocognlatng tho progross made by tha Aroricv 

Sf: StSlt P Sinlfi r ' rf 112 ? d ° :Llar 0utflcw Davln S fl *y ' CIA are° poLl- 
olgnificailt inpairaMt of tho contribution vhich ti» 

lnSrLLr° rG<5na PrOGraD1 t0 U * 8 * ^tlonal oojoctivea ond 

Utt ? T ^ s a lis t of suggastad actlona prepared by - 
b ° th rGducti0nB affeetlng crvcrcoao Office s ond 
T! 1 and Prosan activition. Same of these octions vara dia- ‘ ; 

c ono m aeo f lorlon tha 19^5 Budget Proviow and normally vould 

cono up again dur ing tha fall reviev of tho Fy 1965 estinataa 11 ™ 
avor given tha Prosidonfo policioe on ttda^LttS , X 

^ ^ ^ daci£ *<™ on thesa andotherito™ Soh 
achiava oavingo in dollar outflov. I an, therrfoSe, s^mUtimt 

adJustmonts°ba^mAd( c ° ns f; doratlon and propoce that equlvalant dollar 
adjuatmonta ba moda in tha apporti oment of tha Agoncy's F/ 1964 funda. 

In addition, it is tho Buroau'a viav that many of your avarpnnn 
stations are rnnncd at a levd vhich can no longer bTl^tifW in 
tha urgent national requireuont to mi niniL "dollar et- 

^ inS ths 1905 Eu ^t reviev ny staff Su 
examina corefulOy all oversooa positions. Meanvhila it U hoped you 

SSrtSt T *°- ****** 1110,10 at tha aarnSf ** 


Ena los uro „ 

Approved For Release 


Sincerely, 

(s:I-nnd) Kermit Oordoa 

--1-1IT GORDOK — 

Director ✓>- 

* fik 
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Hr. Kemi t Gordon 


DJbxctor> Sureaa of the Budset 
Wsehington fp, D. C. 20503 

Bear Hr. Gordon: 

tbc ^ to yo f' lettop or A '^ aEt 3, 19<>3 ccmcerainc 

tho f X ; o* Eajsaeut». In your letter you noted the oroerese the A^cncy 

f, : r> * oth in »***« don- ^ y 

fct 'ciie Ksae tiiae you expressed the 

a4U . fc V' w c/tn furGaey dolxar outflw mvrinss could be reaUaed and 
neveral epocifle octlons to thls end. 

^ x ^f^yed rcs-oondlns to your letter pordins prepamtion. and 

tVt Y ° £ %r ‘ e . A ^°f 3r 6 rccular cuorfcerly tulnicsicn on International trons- 
r otxous xv-r-uiroa oy your Cireul&r xlo. A- 5 .:. Uhis ry-rtorly renorfc har lurt 
neca e«®a*tcd and in attached e.o 2r.b A. It ven ny rceliS S2t 

co^x v°t ^ in f 0ln;s throv 'S h this ccsr.--lc-:c excrclse ene siore tiao wuld 
t?r ' VO c..: thia ciffiou.lt problca, end that 

Jv ^ 'f * la ; lneure °«r vepiy to your letter vas based oa 

ua *' currcao inforaatioa availablo. 


25X 


r_ _ 

.... 


f ExcijJc? fr. r „ J 
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la coacluelon, t'ae Direetor t-:-å X iv.lly cupport tio President* o 
policic” oa tiac t>a.Xc neo or pnyneat.o probj,t2ss cnd rccogniso tio iiiiportanc© 
o£ re&ncing tlie dollar oat£lov« iSi ils nubjcct is rcpeatedly brought to 
tio attcatioa o£ all ny senior oSTicia:io« 


lixithfully yours. 


i^rctall P. Carter 
iden iemnt General * USA 
Doputy Dircctor 


ed/comp/[ 


Vnef/9 Sept 63 


Distribution : 

Original and 1 - Addressee 

1 - Executive Begistry 

1 - Comptroller 

2 - Budget Division { 
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Ty ':.i . i , | ■ 

- '• V J.O.M fik, 

20 C ^^mter I 1 1962 ter t0 1X31 Dlrei0tor ' Bureau of the Budget, dated 


al8 ° appraVed the fon ^ estimate of total employment 

June 30, 1963 - 
June 30, 1964- - 

These employment estimates are the maximums on which your budget justifi- 

ehS?? S -h ShOUld be Init:Lal aPPO^ionment plans for fiscal year 1964 - 

should be accompanied by an employment plan indicating any modif Jcations In 

tt^l 0ym T\ eSt ^ e needed t0 reflect con gresslonal aJtion or approp- 
riations and changes In inter-ageney flnenclal arrangements, lf any, uhich 

have developed. Any changes In Agency plans during the remainder of this 

^! Ca i/ ear J , a3ld durlng the flscal year IS‘64- should be brought to the 
attention of the Bureau of the Budget if they indicate that end-of-year 
employment vill differ significantly fron. the flgure listed above for 1963 

prooetee should be topt in mind as you proceedrtth steps 
rf+h ^<»ate msnpomer coatro1 bJbtem for your Agency in aeeordaice 

vith the recent revision of Bureau of the Budget Clrcular No# A 44." 


25X1 
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